Ficlds of Opportunities STATE OF IOWA
CHESTER J. CULVER, GOVERNOR DEPARTMENT Op HUMAN SERVICES
PATTY JUDGE, LT. GOVERNOR CHARLESJ. KROGMEIER, DIRECTOR

November 23, 2009

Dr. David Carlyle
Chairman
Legislative Health Coverage Commission

Dear Dr. Carlyle:

As requested, DHS has prepared options and cost estimates for an expansion of the lowaCare
provider network. The attached documents present five different scenarios that policy makers
may consider. These scenarios represent starting points for conversation rather than fully fleshed
out proposals. Also, the cost estimates are ‘ballpark’ as it is very difficult to model, with
precision, the impact of any changes in the provider network. Further, we have not suggested a
funding source for the increased state funding that would be required.

The following table summarizes the projected cost impacts in FY 2011 for comparison purposes.
The options and assumptions are described in more detail in the pages that follow.

Option Title FY (ngsltloli)‘lt.;?e e((:)t;fio’I‘]:ntal o %gzl%el:sff .
State Funds
3 Region . ~ $176.7 million $41.7 million
5 Region $176.5 million - $41.5 million
Primary Care Regions $155.8 million $20.8 million
Budget Neutral #1 $139.3 million $7.0 million
Budget Neutral #2 $142.4 million $8.1 million

These options provide concepts for discussion and do not represent recommendations by the
Department. '

Please contact me at 515-725-1121 if you have any questions.

Sincerely,

{fTer H. Vermeer
Medicaid Director

IOWA MEDICAID ENTERPRISE - 100 ARMY POST ROAD - DES MOINES, 1A 50315



IowaCare Provider Network - Thoughts and Options

Issues to keep in mind:

* [local Access to care

s  Capacity at UIHC for current volume and expanded volume is stretched; there can be long wait
times for new members 1o access physicians/appointments

e Reimbursement for UIHC physicians

s Budget Neutrality cap / cap on Federal funding

* Any proposal requires federal approval

s Any expansion in providers will likely increase demand past available resources —i.e. need for
enrollment waiting lists, lack of reimbursement for current network providers for certain

services
lowaCare Budget Neutrality
(State and Federa! Funds) :
FY 2011 FY 2012 FY 2013
Carryforward from prior year ' $15.4 million ‘
Budget Neutrality Cap ~ proposed $143.4 million $153.4 million $164.2 million
Projected Expenditures — Current program $118.6 million $128.8 million $137.9 million
‘asis’
Unexpended under the cap $24.8 million $24.6 million $26.2 million

The total available under the cap for new initiatives is approximately $30 million each year (the $15
million is ‘one-time’ and can be divided across the three years)
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DHS - 11/20/2009 4:12 PM

To begin a discussion of options....

Document provides five different variations. Start points for discussion only. Estimates are ‘ballparik’.
Many different variables that could be modified to change the cost impact or to address different issues.

These are starting points for conversation only and do not represent recommendations

3 Region model - Full Regionalization, hospita! only model

+ 3 regions {West, Central, East) — one hospital {inpatient and outpatient services), generic drugs
and limited durable medical equipment.
* UIHC and Broadlawns would be the provider in two of the regions; UIHC receives payment for
physician services.
¢ Payment at Medicaid rates
e Pharmacy reimbursement for generic drugs only, $4 co-payment up to a maximum of $20.
. ® Contract for mail order pharmacy for bulk discounts
e limited laboratory and imaging
* Projected cost impact $176.7 million {$33.3 million over the cap)
»  Could reduce expenditures by:
o Capping enrollment — if enroliment capped July 1, 2010, program would be $155M and
only $12M over the cap)
o Capping reimbursement by requiring providers to donate prescription drugs, or capping
payments at a certain level

5 Region model — Single hospital in each region, limited physician network

e 5Sregions (NW, NE, SW, SE, Central) — one hospital in each region (inpatient/outpatient),
limited physician network (i.e. FQHCs, or 1-5 physician clinics in each region)
* UIHC and Broadlawns would cover all services in their regions; UIHC receives payment for
physician services.
¢ Payment at Medicaid rates
e Pharmacy reimbursement for generic drugs only, $4 co-payment up to a maximum of $20.
* Contract for mail order pharmacy for bulk discounts
* Limited laboratory and imaging
» Projected cost impact $176.5 million {$33.1 million over the cap)
* Could reduce expenditures by: _
o Capping enrollment — if enroliment capped July 1, 2010, program would be 5155M
and only $12M over the cap) '
o Capping reimbursement by requiring providers to donate prescription drugs, or
capping payments to providers at a certain level

2 \\Dhsime&\medical. 772\MEDICAID REFORM\lowaCare Renewal\lowaCare Provider Network.doc
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Primary Care Regions — Primary Care regional providers, no regional hospitals

* Regional primary care only. Regions set based on number/location of primary care providers.
Could be physician clinics, FQMCs, RHCs, etc.
* Broadlawns and UIHC would be two of the primary care regions.
» Al hospital services through either Broadlawns or UIHC (similar to today)
» No drug reimbursement, donated by primary care providers
» Limited laboratory, no imaging
+ Payment at Medicaid rates
e Projected cost impact $155.8 million {$12.4 million over the cap)
e Budget Neutral Option 1; Could reduce expenditures by;
o Capping enrollment —if enrollment were capped July 1, 2010, program would be $152M
and only $8M over the cap
o Capping payments for UIHC physicians or primary care payments at $15 million each
would reduce expenditures to $4 million under the cap.

Budget Neutral Option 2 — Program as is with payment for UIHC physicians to lower wait times

* No change in provider network. ‘

» Add payment to UIHC physicians from Certified Public Expenditures {no new state $ needed for
match)

¢ UIHC physicians decrease wait times for members to access services

¢ Payment at Medicaid rates

¢ Projected cost impact $142.4 million {$900,000 under the cap)

3 \\Dhsime\medical. 772\MEDICAID REFORM\lowaCare Renewal\lowaCare Provider Network.doc
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